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FEDERAL ELECTION COMMISSION

WASHINGTON, D.C. 20463

NOV 1 0 201
VIA FIRST CLASS MAIL

Castle Ballroom Development, LLC
John Russell Carnahan

3150 Allen Ave.

St. Louis, MO 63104

RE: MUR 6327
Dear Mr. Camahan:

On July 20, 2010, the Federal Election Commission notified Castle Ballroom
Development, LLC of a complaint alleging violations of certain sections of the Federal Election
Campaign Act of 1971, as amended. On November 3, 2010, based upon the information
contained in the complaint, and information provided by Karl Sandstrom of Perkins Coie, the
Commission decided to dismiss the eamplaint and closed its file in this maiter. Accordingly, the
Commissinn closed its file in this matter on November 3, 2010.

Daocuyuents related to the case will ba placed on the public record withimr 30 days. See
Statement of Policy Regarding Disclosure of Closed Enforcernent and Related Files, 68 Fed.
Reg. 70,426 (Dec. 18, 2003). A copy of the dispositive General Counsel’s Report is enclosed for
your information. '

If you have any questions, please contact Kim Collins, the paralegal assigned to this
matter, at (202) 694-1650.

Sincerely,

Christopher Hughey
ctiyg General C 1

Y (S

BY: [effS.Jordan
Sypervisory Attorhey
omplaints Examination and
Legal Administration

Enclosure
General Counsel’s Report
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FEDERAL ELECTION

LAWRENCE GIESLING, AS TREASURER
CASTLE BALLROOM DEVELOPMENT, LLC

' COMMISSION
BIOSEP21 Py fa: 35
BEFORE THE FEDERAL ELECTION COMMISSION
CELA

In the Matter of )

) . .
MUR 6327 ) CASE CLOSURE UNDER THE
JOHN RUSSELL “RUSS” CARNAHAN ) ENFORCEMENT PRIORITY
CARNAHAN IN CONGRESS AND ) SYSTEM

)

)

GENERAL COUNSEL’S REPORT
Under the Enforcement Priority System, matters that are low-ratedl

are forwarded to the Commission with a recommendation for dismissal. The

Commission has determined that pursuing low-rated matters, including matters that may be
time-barred under the statute of limitations, compared to other higher rated matters on the

- Enforcement docket, warrants the exercise of its prosecutorial discretion to dismiss these
cases, The Office of General Counze] scored MUR 6327 as a low-rated matter.

In this matter, complaizant Edward R. Maatin, Jr. alleyes that Congrereman Russ
Casnaban' may have illegally cenverted contribetions made to his enmpaign committae,
Carnahan in Congress (fka Russ Carsahm far Cangress) and Lawrence Giesing, in his
official capacity as treasurer (“the Committee™), to his personal use, in violation of
2US.C. § 439a(b). Specifically, the complainant alleges that in January 2003,

! . Mr. Martin and Congressman Camahan are both secking to represent Missouri's Third
Congressional District.

2 At the time of the alleged violations, the Committee’s name was “Russ Carnahan for Congress” and
‘Thomas Camnahan was the Committee’s treasurer.
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Mr. Carnahan, who was then a candidate for Congress, his wife, Debra Carnahan, and two
other individuals, Mary Entrup and Lewis E. Reed, formed a limited liability “corporation”

«ientitled “Castle Ballroom Development, LLC,™ (“Castle Ballroom™) which purchased a

butiding known as the "Castle Ballroom butiding” in St. Louis, Missouri. Subsequently,
according to the complainunt, the Committee paid a toted of $10,480 to Castle Baliroom for
“rent,” as disciebed in the Committee’s 2003 July and Octcber Quarterly and Year Ead
Reports, and iln 2004 Aprt! md July Quarterly Reports. Citing the pertion of tie Fedeml
Election Campaign Act af 1971, as amended (“the Act”), that pertains to prohibited uses of
campaign funds, the complainant maintains that contributions are deemed to be illegally
converted to “personal use” if they are used for expenses that would exist “jrrespective” of
a candidate’s campaign or duties as a federal office holder, including expenses such as “a
home mortgage, rent, or utility payment(s).” See 2 U.S.C. §§ 439a(b)(1) and (2)(A). The
complainant concludes thatMr Camahan’s “use of campaign contributions to pay rent for
2 building that was owrred and controlled by a verporation in which he and his wife were
partners gud, thug, buneficiaries, violates both the spisit asd irtient” of the Act’s “persvdal
usa’” prohikbiticens.

In additior, tile campldinant assexts that, eccording to the Conmnitiae’s 2004 Yaur
End financial disclosure report, Castle Ballroom contributed $1,200 to the Committee on
December 1, 2004, for Mr. Camahan’s 2006 primary election. According to the
complainant, Castle Ballroom was taxed as a partnership, not a corporation

3 Although the complainant characterizes Castle Ballroom as a “cosporation,” Castle Ballroom’s
Aticles of Qrgenization, appended te the conplaint as iisetsmest A (fra); deasolbe tha miity s  limited
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(seen. 4, infra). As such, Castle Ballroom would have been permitted to make
contributions to political committees, pursuant to 11 CF.R. § 110.1(g); however,
according to the complainant, Castle Ballroom may have failed to inform the Corémittee
that it was cligible to make the contribution at issue, as required by 11 CF.R.

§ 110.1(gX5). Funtirer, the complainunt asserts thet the Committes fafleil to attribute the
contribution to the individual Cnstle Bellrotms mexaiex(s) from whean the netentinl
coztibution originated, as required by 11 C.F.R. §§ 110.1(e) and (g)(5)-

Appended to the complaint, a=d lottered as Attachmeats A-J, are aopice of the
following: Articles of Organization for Castle Ballraom, LLC, apparently signed by “John
w Camahan” and dated December 30, 2002;* Certificate of Organization for Castle
Ballroom, listed as a “Missouri...Limited Liability Company;” dated December 30, 2004;
what is described as a deed for Castle Ballroom’s purchase of the Castle Ballroom
building, recorded on January 14, 2003; a deed fisting Debra Carnahan, Mary Entrup, Russ
Camahan, and Lewis Reed as members of Castle Ballroom; copies of pages from the
Committee’s finmcial reports disclosing a total of 19,400 in payments to Castle Ballroom
for “vemt;™ and copias of pagas fram the Canendttee’s 2604 'Your End Repat disslosing a
$1,200 contribution fram Castle Ballraom aa December 1, 2004.

‘4 Although the complainait references thia exhilxit s support for his staiement that the members of
Castie Baliroom elected to have their company taxed us a partnership, not a corporation, see supra, the
exhibit does not refer to Castle Ballroom’s tax status. ' We were unable to ascertain Castle Ballroom’s tax
status from the public record.

s The payments are reported as follows: $1,000 on May 17, 2003; $500 on June 4, 2003; $1,000 on
June 12, 2003; $590 on July 26, 2003; $500 on August 24, 3003; $500 on Awgut 25, 2003; $1,000 on
October 8, 2003; 51,000 on Besznbar 1, 2003; §1,220 oo Jamuary 1, 2604; $1,000, also on January 1, 2004;
$1,100 on Masch 3, 2004; and $1,100 on Apxl 1, 2004.
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In response, Congressman Carnahan and the Committee (collectively,
“respondents”), assert that, contrary to the complainant’s allegations, “Congress has
expressly apptoved of the use of campaign funds to lease office space at fair market valuis
from a candidate or a member of a candidate’s fimily,” pursuantto 11 C.F.R.

§ 113.1(g)(1), which prehibits such rental paysvents anly “tv the extent the payments
exceed the fair carkst vaine of the propesty wsage.” Alsa citing A.O. 2000-02 (Hubbard),
in whinh the Connniseion held that a committes was permitted to rent office space awmned
byaemdidneforcunpaipuse.mlongastheeomitteepaidm maore than fair market
value, the respondents submit that there is no indication the Committee's rental payments
to Castle Ballroom exceeded the property’s fair market value.

As for the §1,200 contribution from Castle Ballroom on December 1, 2004, the
respondents do not deny that the contribution should have been attributed to the
appropriate Castle Baliroom member or members. They state, however, that the “single
memo entry,” identified by the complainant, refers to a transaction that occutred over five
yedrs agy, and that any pensities on the alleged vislation would be time-barred by the
statute of Limitations.®

According 10 information ebtained fram Dun snd Beadstreet, Castle Ballroam,
which did not file a response, apparentlyteminatedits existence as of May 17, 2010.

Based on the record in this matter, there is no indication that the Committee’s rental
payments to Castle Ballroom exceeded the property’s fair market value. Therefore, it does

d The geaenal federal five-year statute of limitistions, 28 U.S.C. § 2462, appifics to FEC civil
eaforcement actions that seck the imposition of civil penaltics. See FEC v Williams, 104 F.3d 237 (9th Cir.
1996), cert. dended, 522 U S. 1015 (1997).
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not appear that Congressman Carnahan violated the Commission’s “personal use” rules at
2US.C. §439a(b) and 11 CF.R. § 113.1(g)(1). With respect to Castle Bsilroom’s
December 1, 2004 cqniribution to the Committee, assuming that Castle Ballroom, a limited
liability company, chose to be taxed as a partnership, rather than a cerporation and so
informed the Commmittee, the contrfbution would have been permissible, see 11 CF.R.

§§ 110.1(g).” Howmwer, sasmmning that Castis Railrassn chose to ke tzad as a partnership,
there is no indication thet Castle Baliroom 0 informed the Cammittee, as required by

11 CF.R. § 110.1(gX5)- In addition, the record indicates that the Cammittes possibly
failed to attribute the contribution to the appropriate Castle Ballroom member(s), as
required by 11 C.F.R. §§ 110.1(¢) and (g)(5)."

Accordingly, since the activity in question occurred more than five years ago, and
in furtherance of the Commission’s priorities and resources, relative to other matters
pending on the Enforcement docket, the Office of General Counsel believes that the
Commission should exexcise its prosecutorial discretion and dismiss this mateer. See
Heckler v. Chaney, 470 U.S. 821 (1985).

? See generally Explanation and Justification for 11 C.F.R. 110.1(g): Treatment of Limited Liability
Companies Under the Federal Election Campaign Act, 64 Fed. Reg. 37397 (July 12, 1999).

' It appears that the $1,200 contribution would not have been excessive, as set forth at U.S.C.

§ 441a(a)(1), even if attributed in its entirety to any single Castle Ballroom member. During the 2005-2006
election cycle, the limit for individual contributions was $2,100 per election. Neither Debra Carnahan, Mary
Entrup, nor Lewis Reed made & contritbution te the Commiittee during the 2005-2006 cycle, and Mr.
Carnahan, as the candidate, would have beea pezmittod o make unlimited contributings to Lis Copmmitiee.
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RECOMMENDATIONS

The Office of General Counsel recommends that the Commission dismiss MUR

6327, close the file, and appFove the appropriate letters.

1.)%‘/27@_

BY:

Christopher Hughey
Acting General Counsel
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